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Gregory Noe

Deere Company
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Re Deere Company

Incoming letter dated September 28 2011 flkibtht

Dear Mr Noe

This is in response to your letters dated September 29 2011 and

November 2011 concerning the shareholder proposal submitted to Deere by the United

Brotherhood of Carpenters Pension Fund We also have received letters from the

proponent dated October 27 2011 arid November 17 2011 Copies of all of the

correspondence on which this response is based will be made available on our website at

For your reference

brief discussion of the Divisions informal procedures regarding shareholder proposals is

also available at the same website address

Sincerely

Jonathan Ingram

Deputy Chief Counsel

Enclosure

cc Douglas McCarron

Fund Chairman

United Brotherhood of Carpenters and Joiners of America

101 Constitution Avenue NW
Washington DC 20001
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November 18 2011

Response of the Office of Chief Counsel

Division of Cornoration Finance

Re Deere Company

Incoming letter dated September 292011

The proposal requests that the board of directors and its audit committee establish

an Auditor Rotation Policy that requires that at least every seven years Deeres audit

firm rotate offthe engagement for minimum of thiee years

There appears to be some basis for your view that Deere may exclude the

proposal under rule 14a-8i7 as relating to Deeres ordinary business operations In

this regard we note that the proposal relates to limiting the term of engagement of

Deeres independent auditors Proposals concerning the selection of independent

auditors or more generally management of the independent auditors engagement are

generally excludable under rule 14a-8i7 Accordingly we will not recommend

enforcement action to the CommissionifDeere omits the proposal from its proxy

materials in reliance on rule 14a-8i7 In reaching this position we have not found it

necessary to address the alternative basis for omission upon which Deere relies

Sincerely

Kim McManus

Special Counsel



DIVISION OF CORIORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to

matters arising under Rule 14a-8 CFR 240 14a-8 as with other matters under the proxy

rules is to aid those who must comply with the rule by offering informal advice and suggestions

and to determine initially whether or not it may be appropriate in particular matter to

recommend enforcement action to the Commission In connection with shareholder proposal

under Rule 14a-8 the Divisions.staff considers the information furnished to itby the Company
in support of its intention to exclude the proposals from the Companys proxy materials as well

as any information furnished by the proponent or the proponents representative

Although Rule l4a-8k does not require any communications from shareholders to the

Commissions staff the staff will always consider information concerning alleged violations of

the statutes administered by the Commission including argument as to whether or notactivities

proposed to be taken would be violative of the statute or rule involved The receipt by the staff

of such information however should not be construed as changing the staffs infOrmal

procedures and proxy review into formal or adversary procedure

It is important to note that the staffs and Commissions no-action responses to

Rule 14a-8j submissions reflect only informal views The determninationsreached in these no-

action letters do not and cannot adjudicate the merits of companys position with respect to the

proposal Only court such as U.S District Court can decide whether company is obligated

to include shareholder proposals in its proxy materials Accordingly discretionary

determination not to recommend or take Commission enforcement action does not preclude

proponent or any shareholder of company from pursumg any rights he or she may have against

the company in court should the management omit the proposal from the companys proxy
material



UNITED BROTHERHOOD OF CARPENTERS ANDJOINERS OF AMERICA

clJouglas mc9arron

General President

SENT VIA EMAIL to shareho1dersproposalssec.gov

November 172011

U.S Securities and Exchange Commission

Division of Corporation Finance

Office of Chief Counsel

100 Street N.E

Washington D.C 20549

RE Deere Company September 29 2011 Letter Requesting to Exclude United

Brotherhood of Carpenters Pension Funds Auditor Rotation Policy Proposal

Ladies and Gentlemen

The United Brotherhood of Carpenters Pension Fund Carpenters Fund by letter to the

U.S Securities and Exchange Commission dated October 27 2011 responded to the no-

action letter request by Deere Company Deere dated September 29 2011 The Deere

letter requested the Staffs concurrence with its view that it may properly exclude the

Carpenters Funds auditor rotation policy shareholder proposal Proposal from

inclusion in its proxy materials to be distributed in connection with the Deere 2012 annual

meeting of shareholders This letter supplements the Carpenter Funds arguments against

omission of the Proposal raised in Funds October 27th letter In accordance with Rule 14a-

8k and Section of the Staff Legal Bulletin No 14D November 2008 copy of this

letter is simultaneously being sent to Deere

Deeres September 29 letter sought concurrence with its view that the Proposal can be

excluded pursuant to Rule 14a-8i because the Proposal deals with matter relating to

Deeres ordinary business operations Deere also seeks concurrence with its view that the

Proposal if implemented would cause Deere to violate federal law and thus can be

properly omitted under Rule 14a-8i2 As stated in our letter of October 27 it is the

view of the Carpenters Fund that Deere has failed to meet its burden of persuasion on

either i7or i2grounds to justifr omission of the Proposal from inclusion in its proxy

materials for the 2012 annual meeting of shareholders

In responding to Deeres assertion that the Proposal deals with matter relating to Deers

ordinary business operations we argued that the Proposal directly relates to significant

101 Constitution Avenue N.W Washington D.C 20001 Phone 202 546-6206 Fax 202 543-5724



policy issue auditor independence that is the subject of widespread public debate and

therefore should not be excludable under the ordinary business rule We noted that while

longstanding the public and professional debate on the means of enhancing auditor

independence is dearly intensifying with particular focus on audit firm rotation as means

to enhance auditor independence and professional skepticism To that end we would like

to bring to the Staffs attention the proceedings of recent Public Company Accounting

Oversight Board PCAOB Standing Advisory Group Meeting held on November 9th and 10th

On the November 9th meeting agenda was the topic uAuditor Independence and Audit Firm

Rotation The session provided an opportunity for PCAOB members and staff and

Advisory Group members representing investors large and small autht firms and the

preparer community to discuss and debate the merits of audit firm rotation The

discussion can be accessed at http//pcaobus.orgJNews/Events/pages/110920j.l SAGMeeting.asx

The comments of Advisory Group members representing different perspectives on the

issue highlight that the enhancement of auditor independence by means of audit firm

rotation is significant public policy issue that Is the subject of widespread debate

Further it should be noted that as of this date the PCAOBs Concept Release on Auditor

Independence and Audit Firm Rotation has stimulated strong response from diverse

group of commentators representing corporate audit committees investors public

accounting firms of all sizes and academicians The high level of responsive comments to

the Concept Release the comment period does not end until December 14 2011 reflects

the intensifying debate over audit firm rotation as means of enhancing auditor

independence The numerous comment letters received by the PCAOB to date can be

viewed at http//pcaobus.org/Rules/Rulemaking/Pages/Docketo37Comments.aspx

Again we respecthilly submit that Deere has failed to meet its burden of persuasion with

respect to its Rule 14a-8i7 argument in support of its request for Staff concurrence with

its view that it may omit the Funds Auditor Rotation Proposal from its 2012 proxy

materials

Sincerely

Edward Durkin

Director Corporate Affairs Department
United Brotherhood of Carpenters



JOHN DEERE
One John Dee Pace MoIine1L 61265 USA

Phone 309-765-5467

Fax 309 749.0085 or 309 765-5892
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Gregory Hoe

Corporate Secortaiy

Matc General ComsçI

BY EMAIL shaeho1deiproposalssecgov

November 12011

U.S Securities and Exchange Coxmnission

Division of Corporatioii Finance

Office of Chief Counsel

100 Stieet N.E

Washington D.C 20549

RE Deere Company -2012 Annual Meeting

Supplement to Letter dated September 29 2011

Relating to Shareholder Proposal of the United

Brotherhood of Carpenters Pension Fund

Ladies and Gentlemen

We refer to our letter dated September 29 2011 the No-Action Request pursuant

to which we requested that the Staff of the Division of Corporation Emance the Staff of

the Securities and Exchange Commissionthe Commissionconcur with our view that the

shareholder proposal and supporting statement collectively the Proposal submitted by

the United Brotherhood of Carpenters Pension Fund the Proponent may properly be

omitted from the proxy materials to be distributed by Deere Company Delaware

corporation Deere in connection with its 2012 annual meeting of shareholders the 2012

proxy materials

This letter is in response to the letter to the Staff dated October 272011 submitted

by the Proponent the Proponents Letter and supplements the No-Action Request In

accordance with Rule 14a-8j copy of this letteris also being sent to the Proponent

Auditor Rotation Is Not Significant Policy Such That the Proposal Cannot Be

Excluded FromDeeres Proxy Materials Pursuant to Rule 14a-8i7

As described in the No-Action Request in long series of precedent the Staff has

concurred in the exclusion of shareholder proposals requesting that company implement

policy requiring the periodic rotation of its independent audit firm See e.g JPMrgan
Chase March 2010 concerning the selection of independent auditors

or more generally management of the independent auditors engagement are generally



Office of Chief Counsel

November 2011
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excludable under rule l4a-8i7 The Proponents Letter acknowledges that the precedent

supports exclusion of auditor rotation shareholder proposals

In seeking different outcome the Proponents Letter recounts prior legislative and

regulatory consideration of auditor independence matters and then refers to the recent

concept release published by the Public Company Accounting Oversight Board the

PCAOB the recent European Commissiongreen paper on audit policy and related

speeches and press coverage to argue that the topic of audit firmrotation is matter of

sigmficant policy such that it falls outside the exclusion for ordinary business matters

provided under Rule 14a-8i7

The relevant inquiry is whether audit firmrotation has emerged as consistent topic

of widespread public debate such that it would be significant policy issue for purposes of

rule 14a-8i7ATTInc Feb 22011 reconsideration denied March 2011

concurring with the exclusion of shareholder proposal regarding net neutrality as relating

to the companys ordinary business operations while noting that the topic appears to be an

important business matter for the company and had recently attracted increasing levels of

public attention see also Verizon Communications Inc Feb 152011 reconsideration

denied March 2011 same

As recounted in the PCAOB concept release the idea of regulatory limitation on

auditor tenure is not new Over the years it has been considered by variety of

commentators and organizations The PCAOB cites among other instances Senate report

in 1977 an SEC Staff report in 1994 and U.S General Accounting Office reportin 2003

mandated by the Sarbanes-Oxley Act The topic of mandatory audit firmrotation has been

topic of discussion and consideration both before and during such times as the Staff has

concurred in the exclusion of audit firm rotation shareholder proposals While the PCAOB

concept release and related items cited in the Proponents Letter maybe continuation of

that discussion they do not establish the topic Of audit finn rotation as one that has emerged

as consistent topic of widespread public debate Accordingly for the reasons set forth in

the No-Action Request and herem Deere believes that the Proposal may be excluded from

the 2012 proxy materials under Rule 14a-8i7
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Cnclusion

Should any additional information be desired in support of Deeres position we
would appreciate the opportunity to confer with the Staff concerning these matters prior to

the issuance of the Staffs response Please do not hesitate to contact me at 309 765-5467

Very truly yours

Gregory Noe

Corporate Secretary and

Associate General Counsel

Enclosures

cc Edward Durkin

United Brotherhood of Carpenters Pension Fund
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UNITED BROTHERHOOD OF CARPENTERS AND JOINERS OF AMERICA

Douglas mcc9at--on

General President

SENT VIA EMAIL to shareholdersproposalssec.gov

October 27 2011

U.S Securities and Exchange Commission

Division of Corporation Finance

Office of Chief Counsel

100 Street N.E

Washington D.C 20549

RE Deere Company September 29 2011 Letter Requesting to Exclude United

Brotherhood of Carpenters Pension Funds Auditor Rotation Policy Proposal

Ladies and Gentlemen

write on behalf of the United Brotherhood of Carpenters Pension Fund Carpenters Fund in

response to the request by Deere Company Deere or Company to the Staff of the Division of

Corporation Finance Staff of the U.S Securities and Exchange Commission Commission
seeking Staff concurrence with its view that it may properly exclude the Carpenters Funds auditor

rotation policy shareholder proposal Proposal from inclusion in its proxy materials to be

distributed in connection with the Deere 2012 annual meeting of shareholders We respectfully

request that the Staff not concur with Deeres view that it may exclude the Proposal from its 2012

annual meeting proxy materials as Deere has failed to meet its burden of persuasion to

demonstrate that it may properly omit the Proposal In accordance with Rule 14a-8k and

Section of the Staff Legal Bulletin No 14D November 2008 am simultaneously sending

copy of this letter to Deere

By letter dated September 29 2011 Deere requested that the Staff concur in its view that it may
exclude the Proposal from its proxy materials on two grounds First Deere seeks concurrence

with its view that the Proposal can be excluded pursuant to Rule 14a-8i7 because the Proposal

deals with matter relating to Deeres ordinary business operations Secondly Deere seeks

concurrence with its view that the Proposal if implemented would cause Deere to violate federal

law and thus can be properly omitted under Rule 14a-8i2 It is our view that Deere has failed

to meet its burden of persuasion on either i7 or i2 grounds to justifr omission of the

Proposal from inclusion in its proxy materials for the 2012 annual meeting of shareholders

101 Constitution Avenue N.W Washington D.C 20001 Phone 202 546-6206 Fax 202 543-5724
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The Auditor Rotation Policy Proposal

On September 15 2011 the Carpenters Fund submitted shareholder proposal to Deere pursuant

to Rule 14a-8 Proposals of Security Holders that addresses the engagement of the registered

public accounting firm retained to audit the Companys financial statements Specifically the

Proposal seeks to provide for and protect auditor independence by requesting that the Deere

Board of Directors and its Audit Committee adopt an Auditor Rotation Policy The Proposal reads

as follows

Be it Resolved That the shareholders of Deere Co Company hereby request

that the Companys Board of Directors and its Audit Committee establish an Auditor

Rotation Policy that requires that at least every seven years the Companys audit

firm rotate off the engagement for minimumof three years7

The Proposals supporting statement highlights the importance of auditor independence to the

integrity of the public company financial reporting system that underpins U.S and global capital

markets The Auditor Rotation Policy is proposed as an important reform designed to advance the

independence skepticism and objectivity auditors have toward their audit clients

IL Auditor Engagement and Independence Governance Responsibilities

In the wake of the global financial crisis it is important that investors be able to rely on the

accuracy of public company financial statements and the integrity of corporate accounting

processes Auditor independence is the bedrock on which the reliability of our economys financial

reporting system rests making corporations engagement of registered public accounting firm

to perform audit services critically important matter In financial reporting system in which

significant financial relationships exist between accounting firms and their audit clients it is

important that legislators regulators investors corporate boards and audit committees remain

vigilant against challenges to auditor independence The Public Company Accounting Oversight

Boards PCAOB recent concept release entitled Auditor Independence and Audit Firm

Rotation Concept Release outlines the challenges to auditor Independence and defines the

issue

independence is both description of the relationship between auditor and client

and the mindset with which the auditor must approach his or her work The most

general of the independence requirements in the auditing standards provides

all matters relating to the assignment an independence in mental attitude is to be

maintained by the auditor or auditors One measure of this mindset is the auditors

ability to exercise professional skepticism which is described as an attitude that

includes questioning mind and critical assessment of audit evidence PCAOB

standards provide that exercising professional skepticism the auditor should



Office of Chief Counsel

October 27 2011

Page

not be satisfied with less than persuasive evidence because of belief that

management is honest1

The goal of ensuring auditor independence in system of for-profit accounting firms that are

retained by audit clients has been subject of federal legislation and related rulemakings The

Sarbanes-Oxley Act sought to foster and protect auditor independence by placing various limits

and requirements on the auditor-client relationship including limitations on the services that an

accounting firm can provide an audit client and lead engagement partner rotation requirement

Section 1OAm2 of the Exchange Act Responsibilities relating to registered accounting firms

and Rule 1OA-3b2 thereunder set new responsibilities for board audit committees The Rule

confirmed that the auditcommittee in its capacity as committee of the board of directors was to

be directly responsible for the appointment compensation retention and oversight of the work

of any registered public accounting firm engaged.. In establishing these new audit committee

responsibilities auditor independence was protected in large measure by removing management

personnel from audit firmretention decision-maldng.2

New York Stock Exchange Listed Company Manual requirements3 and public company governance

documents further establish the governance responsibilities of corporate boards and their audit

committees to provide for auditor independence NYSE listing standards require listed company
to have an audit committee that satisfies the requirements of Exchange Act Rule 1OA-3 and the

audit committee must have written charter that addresses the committees purpose which

at minimum must be to assist board oversight of the integrity of the listed companys

financial statements the listed companys compliance with legal and regulatory requirements

the independent auditors qualifications and independence and the performance of the

listed companys internal audit function and independent auditors

In compliance with these statutory and regulatory requirements public corporations including

Deere have in place audit review committees with charters that outline committee duties and

responsibilities The Deere Audit Review Committee Charter Charter sets forth various

Committee roles and responsibilities with primary Committee duty being to assist the Board of

Directors in fulfilling its oversight responsibilities pertaining to the accounting auditing and

financial reporting processes of the Company.4 The Charter
clearly states that the registered

public accounting firm engaged to audit the financial statements shall be ultimately responsible

to the Board of Directors and this Committee Further the Committee shall have the sole

authority and be directly responsible for the selection retention evaluation and where

appropriate replacement of the External Auditors as well as for the compensation and oversight

of the work of the External Auditors And it defines the Committees primary responsibilities to

be to assist the Board of Directors in its oversight of the integrity of the Companys financial

PCAOB Concept Release on Auditor Independence and Audit Firm Rotation PCAOB Release No 2011-

006 August 162011
See Instruction to Rule 1OA-3

New York Stock Exchange Listed Company Manual Section 303A.6 Audit Committee
See Deere Company website http//www.deere.com/wps/dcom/en US/regional hoftie.page Investor

Relations Corporate Governance Board of Director Committee Charters Audit Review Committee

Charter
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statements ii the Companys compliance with legal and regulatory requirements lii the

External Auditors performance qualification and independence and iv the performance of the

Companys internal audit function

The governance framework constructed for the oversight and protection of auditor independence

establishes primary responsibility with corporations board of directors while assigning direct

audit firm retention and monitoring duties to the audit committee as opposed to corporate

management Both the NYSE listing standards and the Deere Charter define the audit committees

purpose as one of assisting board of director oversight of auditor qualifications and independence

while the Deere Charter holds the Companys audit firm to be ultimately responsible to the

Board of Directors and the Audit Committee

Ill The Ordinary Business Rule 14a-8i7 Does Not Provide Basis for Excluding the

Auditor Rotation Proposal

Deere advances two separate bases for omission of the Proposal under the Rule 14a-8i

ordinary business exclusion each premised on one of the two central considerations underlying

the ordinary business exclusion We believe that both arguments should fail as Deere fails to

meet its burden of persuasion to justify the omission of the Proposal The Proposal neither

addresses subject matter the selection and retention of registered public accounting firm to

audit company financial statements that relates to certain tasks that are so fundamental to

managements ability to run company on day-to-day basis that they could not as practical

matter be subject to direct shareholder oversight nor does the Proposal attempt to micro-

manage the Company by probing too deeply into matters of complex nature upon which

shareholders as group would not be in position to make an informed judgment Additionally

we believe that the Auditor Rotation Proposal focuses on the subject of auditor independence

significant public policy issue that is the subject of widespread public debate and thus is not

subject matter that falls within the Rule 14a-8i ordinary business exclusion

In Exchange Act Release No 34-40018 May 21 1998 1998 Release the Commission

summarized the principal considerations in the Staffs application of the ordinary business

exclusion

The general underlying policy of this exclusion is consistent with the policy of most

state corporate laws to confine the resolution of ordinary business problems to

management and the board of directors since it is impracticable for shareholders to

decide how to solve such problems at an annual shareholdersmeeting

The 1998 Release further outlined two central considerations upon which the policy underlying

the ordinary business exclusion rests The first central consideration relates to the subject matter

of proposal and holds that certain tasks are so fundamental to managements ability to run

company on day-to-day basis that they could not as practical matter be subject to direct

shareholder oversight The second central consideration relates to the degree to which proposal

seeks to micro-manage company by probtng too deeply into matters of omplex nature

upon which shareholders as group would not be in position to make an informed judgment
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Rule 14a-8i7 First Central Consideration Proposal Subject Matter

Deere can satisfy its burden of persuasion under Rule 14a-8i7 by demonstrating that the

subject matter of the Proposal involves task so fundamental to managements ability to run

company on day-to-day basis that it cannot as practical matter be subject to direct

shareholder oversight To support its position in this regard Deere relies on no-action precedent

and then asserts that Deeres Audit Review Committee is responsible by law and

pursuant to the committees charter for the appointment and oversight of Deeres independent

auditors the decision of whether to implement policy requiring periodic rotation of audit firms

is subject that cannot as practical matter be subject to direct shareholder oversight Deere

relies on the argument successfully raised by previous companies that pertinent law and

regulation have granted sole authority to the Audit Committee to select and retain auditors so

any shareholder proposal addressing the issue can be omitted We believe that the precedent

allowing exclusion of auditor rotation shareholder proposals has been based on an incorrect

reading and thus misapplication of the Exchange Act as amended by Sarbanes-Oxley specifically

as it relates to the respective roles of the board of directors audit committees and shareholders in

protecting the integrity of the audit process We submit that applying an appropriate analysis of

the ordinary business exclusion as defined by the 1998 Release will yield denial of the

Companys request for leave to exclude the Proposal under Rule 14a-8i

Section 1OAm2 of the Exchange Act provides that the audit committee in its capacity as

committee of the board of directors shall be directly responsible for the appointment

compensation and oversight of the work of any registered public accounting firm employed by

that issuer including resolution of disagreements between management and the auditor

regarding financial reporting Instruction to Rule 1OA-3 which was issued pursuant to

section 1OAm of the Exchange Act provides in pertinent part

The requirements in paragraphs b2 through b5 do not conflict with and

do not affect the application of any requirement or ability under listed issuers

governing law or documents that requires or permits shareholders to ultimately

vote on approve or ratify such requirements The requirements instead relate to

the assignment of responsibility as between the audit committee and management

Note the status of the audit committee as committee of the board and that the audit committee

is directly not solely responsible for appointing compensating and overseeing the auditor

Most significantly note the specific instruction that these requirements do not conflict with

certain defined shareholder rights but instead relate to the assignment of responsibility as

between the audit committee and management

In Release Nos 33-8220 and 34-47654 Standards Relating to Listed Company Audit

Committees April 25 2003 the Commission provided an overview of the new rules

promulgated pursuant to Sarbanes-Oxley

Effective oversight of the financial reporting process is fundamental to preserving the

integrity of our markets The board or directors elected by and accountable to

shareholders is the focal point of the corporate governance system The audit
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committee composed of members of the board of directors plays critical role in

providing oversight over and serving as check and balance on companys financial

reporting system It provides forum separate from management in which

auditors and other interested parties can candidly discuss concerns

The Commission then discussed the history of concerns related to audit committee independence

As early as 1940 the Commission encouraged the use of audit committees composed

of independent directors.. An audit committee comprised of independent directors is

better situated to assess objectively the quality of the issuers financial disclosure and

the adequacy of internal controls than committee that is affiliated with

management Management may face pressures for short-term performance and

corresponding pressures to satisfy market expectations These pressures could be

exacerbated by the use of compensation or other incentives focused on short-term

stock appreciation which can promote self-interest rather than the promotion of

long-term shareholder interest An independent audit committee with adequate

resources helps to overcome this problem and to align corporate interests with those

of shareholders

The Commission explained the importance of limiting managements role in regard to companys

outside auditors

The auditing process may be compromised when companys outside auditors view

their main responsibility as serving the companys management rather than its full

board of directors or its audit committee This may occur if the auditor views

management as its employer with hiring firing and compensatory powers Under

these conditions the auditor may not have the appropriate incentive to raise

concerns and conduct an objective review One way to help promote auditor

independence then is for the auditor to be hired evaluated and if necessary

terminated by the audit committee This would help to align the auditors interests

with those of shareholders

Finally the Commission clarified the new rules interaction with other requirements stating

We proposed adding an instruction to the rule to clarify that the requirements

regarding auditor responsibility do not conflict with and are not affected by any

requirement under an issuers governing law or documents. The requirements

instead relate to the assignment of responsibility to oversee the auditors work as

between the audit committee and management

Viewed in this context the companys argument that the delegation of authority to the Audit

Committee to select and retain the independent audit firm justifies exclusion of the Proposal must

fail As the references above confirm Congress and the Commission intended to enhance auditor

independence by granting direct responsibility over the independent auditors to the Audit

Committee and to severely restrict management influence Further It explicitl referenced its

desire not to interfere with shareholders rights
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We believe review of the first central consideration behind the ordinary business exclusion

supports our argument that Deere has failed to meet its burden of persuasion Deeres argument

relies entirely on the precedent and the grant of selection and retention authority over the

independent auditors to the Audit Committee In order to justify its request for no-action relief

under Rule 14a-8i7s first central consideration Deere must prove that the subject matter of

the Proposal relates to certain tasks that are so fundamental to managements ability to run

company on day-to-day basis that they could not as practical matter be subject to direct

shareholder oversight First note the nature of shareholder proposals that the Staff stated could

properly be excluded under Rule 14a-8i7 Examples cited in the 1998 Release include the

management of the workforce such as the hiring promotion and termination of employees

decisions on production quality and quantity and the retention of suppliers These types of

proposals involve routine mundane business matters fundamentally different from the subject

matter of the Proposal

As defined by Deere the subject matter of the Proposal is the selection and retention of the

independent auditor Deere contends that the selection of companys independent auditor is an

appropriate matter for companys audit committee and not companys shareholders For

Deere the inquiry would end here To prevail Deere must demonstrate that the Proposal relates

to certain tasks that are fundamental to managements ability to run company on day-to-day

basis The only task that the Proposal invokes is limiting the independent auditors tenure to

seven years hardly daily task and certainly not one fundamental to managements ability to run

the Company

The next element Deere must satisfy is proving that the subject matter of the Proposal could not

as practical matter be subject to direct shareholder oversight Deere makes no argument that it

would be impractical for shareholders to provide oversight on the issue of whether to adopt an

auditor rotation policy As noted above Deere does argue that the Proposal intrudes on the

responsibilities of the Audit Committee but that does not relate to its practicality Whether

Deeres Audit Review Committee Is responsible by law and pursuant to the committees charter

for the appointment and oversight of Deeres independent auditors does not invoke the

practicality of the Proposals requested policy In addition the Proposal does not seek direct

shareholder oversight It requests policy to be implemented by the Board and its Audit

Committee

In conclusion none of the concerns behind the first central consideration of the ordinary business

exclusion are raised by the Proposal The subject matter consideration was designed to exclude

shareholder proposals that raise issues that are fundamental to managements ability to run

company on day-to-day basis e.g routine operational issues relating to product quality or

retention of suppliers Deere does not attempt to argue that the Proposals requested policy that

the auditor be rotated off the engagement after seven years is such routine operational issue

Nor could it successfully make such an argument Rule 14a-8i7 was intended to keep

shareholders from meddling in day-to-day business decisions fundamental to managements

ability to run the company not voicing their opinions on important policy issues
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Rule 14a-8i7 Second Central Consideration Micro-management of Company

The second consideration under the Rule 14a-8i7 exclusion relates to the degree to which

proposal seeks to micro-manage company by probing too deeply into matters of complex

nature upon which shareholders as group would not be in position to make an informed

judgment.5 Deere argues that the Proposal seeks to micro-manage the Audit Committees

business judgment in the selection of an independent audit firm as well as the Audit Review

Committees selection of Deeres independent audit firm Further it states the Proposal

interferes with complex decisions best left to the audit committee which has the proper

expertise and full information required to manage the engagement of the Companys audit firm

We believe Deeres micro-management arguments in the context of the basis for omission

are not persuasive The Proposal if implemented would neither involve the management of the

audit firm engagement nor the direct selection of the audit firm two tasks clearly within the

capabilities and responsibilities of the Audit Review Committee Rather the Proposal advances

straightforward audit firmrotation policy designed to promote auditor independence In practical

terms an auditor rotation policy prospectively implemented would simply entai periodic

limitation on the continued retention of an incumbent audit firm Such policy and practice would

not interfere with either the management of the regular audit firm selection process or the

management of the ongoing audit firm engagement

Shareholders who rely on the accuracy of audited financial statements would certainly be capable

of formulating an informed voting position on the merits of the Proposal Further it should be

noted that it is the practice of the Deere Board of Directors and Audit Review Committee to bring

the issue of auditor ratification to shareholders for an annual vote The vote presented by the

Board and Audit Committee is to ratify the annual selection of the registered public accounting

firm that will audit Deeres financial statements and internal controls of financial reporting The

vote ratifying the annual selection of the registered public accounting firm given the multitude of

factors involved in that decision is arguably far more complex than the Proposals auditor rotation

policy Presented with an opportunity to vote on the Proposal shareholders would certainly be

able to formulate an informed judgment after consideration of Company and proponent

arguments on the issue

We believe that we have demonstrated that the Company has failed to satisfy its burden of

persuasion under the central considerations of the Rule 14a-8i7 analysis

Significant Policy Issue Exception to Rule 14a-Bi7

We believe that the Proposal directly relates to significant policy issue auditor independence

that is the subject of widespread public debate and therefore should not be excludable under the

ordinary business rule While longstanding the public and professional debate on the means of

enhancing auditor independence is clearly intensifying In the wake of severe credit market

collapse that saw the unrestrained use of complex high risk and poor quality financial products

enhancing auditor independence and investor confidence in the quality of financiareporting is of

5Exchange Act Release No 12999 Nov 22 1976
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paramount importance In this context auditor rotation continues to be an important topic of

widespread public debate centered on auditor independence and the protection of the capital

markets.6

In determining whether to allow the exclusion of shareholder proposal as matter of ordinary

business the Staff considers whether the proposal has emerged as consistent topic of

widespread public debate such that it would be significant policy issue ATT Inc Feb
2011 We believe the Staffs treatment of shareholder proposals requesting that companies

expense their stock options provides good analytical framework for evaluating whether auditor

rotation proposals can be excluded as matter of ordinary business In National Semiconductor

Corporation avail Dec 2002 the Staff held that stock option expensing could no longer be

excluded on ordinary business grounds Option expensing had been
topic of debate by the

Financial Accounting Standards Board and in Congress decade earlier yet the Staff reconsidered

its position in light of the renewed widespread public debate on the matter and executive

compensation generally The Staff determined that rather than being matter of choice of an

accounting standard the stock option expensing proposal related to the significant policy issue of

executive compensation Similarly the auditor rotation issue that has been vigorously debated for

nearly decade including in the Sarbanes-Oxley Act deliberations and which has been repeatedly

omitted as shareholder proposal on ordinary business grounds should now be viewed as

matter related to the significant policy issue of auditor independence

The subject of auditor independence and auditor rotation is paramount concern of shareholders

and the investor community generally In both the U.S and internationally the issue is being

considered with increasing urgency In its recent Concept Release the PCAOB solicited public

comment on ways that auditor independence objectivity and professional skepticism can be

enhanced including through mandatory rotation of audit firms On the occasion of the publication

of the Concept Release PCAOB Chairman James Doty stated

One cannot talk about audit quality without discussing independence skepticism

and objectivity Any serious discussion of these qualities must take into account the

fundamental conflict of the audit client paying the auditor..

The reason to consider auditor term limits is that they may reduce the pressure

auditors face to develop and protect long-term client relationships to the detriment

of investors and our capital markets.7

6Auditor independence and audit firm rotation were important aspects of the Congressional debate that

produced The Sarbanes-Oxley Act in response to dramatic examples of corporate accounting fraud Title II

of the Act Auditor Independence included various disclosure and practice requirements designed to

protect investor interests through the protection of auditor independence with Section 207 Study of

Mandatory Rotation of Registered Public Accounting Firms of Title requiring GAO study of the auditor

rotation issue.6

PCAOB New Release PCOAB Issues Concept Release on Auditor Independence and AuditFinn

Rotation http//pcaobus.org/NewsfReleases/Pages/08152011 OpenBoardMeeting.aspx Washington

D.C Aug 162011
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Further in his keynote address to the National Association of Corporate Directors presented in

early October of this year and entitled Which Way Next Future Thinking at the PCAOB
Chairman Doty stated

The Sarbanes-Oxley Act changed oversight of public company auditing in two

fundamental respects The Act created the PCAOB to regulate auditors It also

amended the Securities Exchange Act of 1934 to change the relationship of auditors

to the managers of public companies Responsibility for the appointment

compensation and oversight of any listed public companys auditor transferred to

an audit committee comprised of independent directors

Both the role of the PCAOB in carrying out its regulatory responsibilities and the

role of the audit committees in carrying out their engagement oversight are critical

to protecting the interests of investors.fl We share common obsession what are

the threats to shareholder interests and how can we thwart them

That the entity created by Sarbanes-Oxley to oversee public company auditing is soliciting views

on auditor rotation evidences the fact that the Proposal raises significant policy issue The

Concept Release is also evidence of the widespread public debate over the topic as are numerous

recent articles concerning auditor independence and auditor rotation One article Analysis

Decades-Old Auditor Ties Under Scrutiny in U.S Reuters Aug 2011 noted

Goldman Sachs has stuck with the same auditing firm since 1926 Coca Cola since

1921 General Electric since 1909 and Procter Gamble since 1890 Thats going

back 9590 102 and 121 years

Each has relied on different one of what are known today as the Big Four

accounting firms And now some U.S accounting reformers are thinking that

perhaps enough is enough the time has come to rotate auditing firms

Quashed decade ago during congressional audit reform debates the hot-button

topic of auditor rotation is back setting up potential clash between reformers and

the firms themselves

An article in the Wall StreetJournal on Oct 19 2011 entitled Keeping Auditors on Their Toes Ex
SEC Chief Levitt Urges Term Limits for Firms Scrutinizing Corporate Finances stated

To the chagrin of many corporate-finance chiefs regulators on both sides of the

Atlantic are considering rule requiring public companies to switch their auditing

firms every several years in an attempt to keep the often decades-long relationships

from growing too chummy

Arthur Levitt who headed the Securities and Exchange Commission from 1993 to

2001 is vocal advocate of the idea
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Numerous articles in the U.S and international press have covered the PCAOB initiatives and the

European Commissions Green Paper on audit policy8 actions as investors legislators and

regulators search for ways to enhance auditor independence In an article entitled Auditor term

limits back in spotlight in the Canadian accounting journal The Bottom Line October 2011 Lynn

Turner member of the PCAOBs standing advisory group and former chief accountant of the

Securities and Exchange Commission stated that given the regulation around the globe and the

role the auditing profession played in the sub-prime economic crisis and given the disturbing

instances of auditor behaviour that members of the PCAOB has publicly cited this is wonderful

time to re-examine the issue of auditor independence and rotation It would seem that the PCAOB

would be ignoring its mandate if it didnt

The longstanding and widespread public debate on the Issue of auditor rotation as means of

enhancing auditor independence continues to intensi1 Very powerful participants including

accounting firms and regulatory bodies are engaged The Funds Auditor Rotation Proposal seeks

to afford shareholders at Deere an opportunity to express their views on this important issue

VI Rule 14a-8i Does Not Provide Basis for Omitting the Proposal

Deeres argument that the Proposal if implemented would cause it to violate federal law and thus

can be properly omitted under Rule 14a-8i is not persuasive Deere premises its

argument on view of applicable law and regulations that attributes little if any responsibility

for oversight of the Companys audit firm and the issue of auditor independence to the Board of

Directors despite the clear language of the Exchange Act and its implementing regulations

Further the Companys argument is contrary to the plain language of its own Audit Review

Charter that establishes the Board of Directors as having primary oversight responsibilities for

the External Auditors performance qualifications and independence

As noted above the Exchange Acts grant of authority to board audit committee to be directly

responsible for the appointment oversight and compensation of an outside audit firm

represented division of duties between board committee and company management The

assignment of these duties to an audit committee as committee of the board of directors was

designed to protect the independence of auditors not to limit the oversight role and ultimate

responsibility of the board of directors for these matters The NYSE Listed Company Manual and

Deeres Audit Review Committee Charter clearly define the Boards oversight responsibilities over

all aspects of the audit firmengagement and internal accounting processes Under the regulatory

framework established by law and implementing regulations companys audit review

committee Is directly responsible for the engagement of the audit firm while companys board is

charged with broad oversight responsibilities that include close monitoring of auditor

independence It Is In this role that the board is empowered to consider and implement an auditor

rotation policy designed to advance auditor independence and the interests of company
shareholders Should the Deere Board act to establish an auditor rotation policy as in the best

interests of the Company it would be legal and responsible exercise of its oversight duties and

responsibilities Thus the Proposal which requests that both the Deere Directors and its Audit

European CommissionGreen Paper Audit Policy Lessons from the CrisisOctober 13 2010
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Review Committee establish an audit firm rotation policy would not if implemented cause Deere

to violate federal law.9

Conclusion

We respectfully submit that Deere has failed to meet its burden of persuasion with respect to its

Rule 14a-8f7 and i2arguments in support of its request for Staff concurrence with its view

that it may omit the Funds Auditor Rotation Proposal from its 2012 proxy materials

Sincerely

Edward Durkin

Director Corporate Affairs Department

United Brotherhood of Carpenters

Should the Staff find Deeres Rule 14a-8i2 argument to be persuasive and proper basis for the

Company to omit the Proposal the Fund should be afforded an opportunity to amend the Proposal by

eliminating the words Board of DIrectors and its ifthe text of the Proposal to address the i2 objection
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Washington Df 20549

Peer Comprny 2012 Annu Mceng
Omission uf Shareholder Propoa1 of the United Brotherhood

of Carpenters lenion Fund

Ladies and Gentkmcn

We are writing pursuant to Rule 4a-8j pnmu1 gaed under the Securities Exthrnc

of 1934 amcndcd to rcqtc5i that the StiTofihc Dvision of Corporation Fiflance the

stafr of the Securhcs and axchangc Commission the Commission concur with our

that thr the reasons stared below Deere Compary De1are eorporatIon

iccrc may cxclivdc the shareholder proposal and supporting statement the Proposafl

suhmhted by the United Hrotherhod of Carpenteis Pension Fund the Proponenr from the

pny materW to be distributed by Deere In connection with ts 2012 annual meeting of

sharchokkrs the 2Ct2 proxy materiaW

In accorda21ce.vith Section of Staff Legal Bulletin No 14D Nowmbcr 7f 2008

SL13 I4lY we are emailinj this letter and its ehtiients to the SthIT at

shuehoIdrpropoa1ec.ov In accordance iith Ruk 14a-Xj we are imu1ianeous1y

sending copy of Ihi tenet and ib Wacbmcnis to the Pi-oponcut is nQtiee ot Decre teait

to omit thc Proposa from thc 201.2 proxy materials

Rule 4a-8l and Seetkn of SIR 41 pfovide that s1weho1dt pTop0ie1fls ar

rcq.æred to end compamies copy of any corrcspondcncc that the shareholdcr proponent

elects to submit to the Comm issicxt or the Staft Accordingly are taking this oppoitunity

to remind the Proponcifl that if the Ptopcrnent submits conespwidcnce Ia the Cornmisioi or

the Staff with
respcctio

the Proposal copy of that coirepondcncc should concurrently be

rnished the unckigned
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The Proposal

ihe tcxi of the reoIuIio31 coniained in Thc Proposal is copkd below

Re ii Reo1ved That the sbrebok1ersufleere it Co Compny hereby

reqiest that the Co npaiiys Boad ófDircetors and lb Audit Committee

establish an Auditor Rotation Policy thit requires that at east every seven

years 3e Companys audit firm rotate otTihe cngtgement fcr minimum of

thrtc years

fl Bases for Exhision

We heteby respectfully request that Ihr Staff concur in Dcerc viçw that It may
exi1ude the Proposal from thc 2012 prosy materials ptirsuant to

Rule 14a-81X7 because thc Proposal acals with matter rcating to Deeres

ordinary business opera1ion and

Rule 14a-it2 because the Proposal would nipkmented caitse Deere to

violate .ktkral law

111 Background

Deere received thc IroposaL acimpiinkd by cover teL14.r rum the Proponent by

.ticimfe or September 15 2011 copy of th Pruposal and the cover letterare attached

hereto as Exhibit A.1

IV The Propoal May be Excluded from Deeres Proxy Matterials Pursuant to Rule

l4a-87 Because the Proposal Deals with Matter Relating to Deeres

Ordinary Eushiess Operations

Under Rule 14EiX7 shareholder psoposal may be excluded from ompony
proxy inaterinh if the proposal deals with matters relating to the companys ordinary

business ope1-ations rn Fxhane Act Re1eise NL 34-4001 May 21 1998 the t998

Acr coiflnikng that the Propiern ws no sharchoI orrecurd In aciiitance with RuleS 14a-8fC

cm SCpteaIr 19.201 Dcirit letter to the Topo4entftquestin WTIIWn statement fmm the rcvncd

owner tthe opuncts sbares vvring that the Pmpcnent had bcricfidafly owned the requisic nimber

or5h2 of Drert stock ccnttinaiouty br at kas oie ycor as the date ofubnuskin otth Proposal On

September23 O1 Dcrc received by fcImilc Icttvi fl-am AmatgTrust the 13rokcr Lerstatin
that Am Tniit Is the corporate ca-trustee and cucicdian br the PmportenL that the Proponent is the

bcnfkiaJ ci -r.trof5.3S2 sbirc oft erenmna stock kind that the Proponent has tieen beneficial

cfler o1it let or S2.fltO in mrkel viue of the Cnrnporty5 common stick rmIiuculy fw kst

y02 pior to tho 5uhrr.ision of th -chathoJ4er



Office of Chief Counsel

September 29 2011

Pc

Retease the Comrnision stated that the policy underlying the ordinary business exclusion

res4s On tw eentnd onsiJerattos The lirsi recognizes that certain tasks are so fundamental

to managcments ability to run company on thy.to-day basis thai they could not aa

practical maner be svbect loditct shareholder oversight The second consideration relates

to the degree to which thc proposal seeks to micro-manage the compaity by probing tx
deeply into matters of complex nature upoi which harcholdcrs as group would not be in

to make an informed judgment

The $ftatThas recognized that the selection and engagement of the indepmdcnt
tiuduor is mattcr relating to the ordinary business of company Fr example In

Morgan Chats Co March 2010 the Staff côncured thh the ecc1usien of proposal

to limit the term of engagement of the companys auditors to live
years because Ipiroposals

concerning the sckctiori of independent auditors or moTe generally management of the

indcpcndent auditors engagethent are generally excludable under rule 4i-8i7 In

accordance with this position ihe Staff has consistenth corwurred with the cclusion of

shareholder proposals requesting that companjr implement policy requiring the periodic

rotation of its independent audit firm See e.g. ifas.co Corp January 13 2010 Mwro
Corp November 28 Mayco Corp Februa-y 26 2Q08 concurring with the

cxcluion of proposal to limit the term of engagenient of the companys auditors to ive

years Li Paso Corp February 23 2005 cciteurring vith the exclusion of proposal In

limit the term oi engagement of the companvs auditors to lcn ycs KOhl Corp January
27 2004 concurring with the exclusion of proposal to limit the term of engagement of the

companys auditors to ten years A1srre Lop Febniary 2003 concuning with the

exclusion ala proposal to limit the temi olengagemem of the co npanya auditors to four

years and rnk vI4mericr Corp January 2003 corwurring with thc exclusion of

proposal to limit the term of engagement of the company5 auditors to four years In each of

these instances the Staff found that the shareholder pronosal could be properly excluded

from the cmnpanys proxy materials under Rule l4rt-Si7

Pursuant to Section 303A06 of the New York Stoclc lxchange Listed Company
Manual CNYSE Listed Company Manual Deere maintains an Audit Rcvicw Committee

that meets the requirements of Exchange Act Rule LOA.3. Under SectioLl 1OArn2of the

Exchange Act and Rule OA-3b2 thereunder the Audit Review Committee is Mdirecfly

responsible for the appointment compensation retention and oversight of the work of any

rcgstercd public accounting tirm lcngaged by Deere for the purpose of preparing or

issuing an audit report .. and each such regisicred public accounting tim must report

directly to the audit commiticc This rule recognizes that the selection of coriipans

independent auditor is an aPpropriate matter for corapanys audit committee aiid not

companys shareholders Accordingly Deeres.Audh Review Committee Chtcr provides

that the committee shall Islelect retain evaluate anci where appropriate replace External

Auditors Because Deeres Audit Review Committee is responsible by law and
pursuant
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It the commbtecs churter for the tippoirument and oversight ol Deeres independent

auditoi the decision of whether to implement policy requiring periodic rotalion of audit

firms is subject that cannot as practical mattel- be subject to diiec shareholder oversgM

Further.theroposal seeks tomiem-nianage the Au4itCommiuees business

judgment in the ekctio öfazi independent audit firm In selecting an indpcndànt auditor

Ike Audit Committee considcis numerous complex factoi and applies its expertise and

business judgment to make it determination the Audit Committee considers potential itudit

firrns expcrience and expertise in Deeres industry the audit Iirms
past experience and

atimshp with ieerc the reputation and inlcgiity of thc audit firm the audit finns

performance and the costs and benefits of changIng audit Iinns The Audit Committee must

also consider the availability of suitable alternative audit firm given the cisolidation

within the accounting industry and whether sueh alternative firm has provided non-audit

serviges to Deere thatwould impair its it1epØndence The Proposal would require that Deere

retain new audit 1rm every evn years regärdlcss ofwhcther thc Audit Comæ-iiee has

identified suitable ahcmathc firm..aiid regardless of the benefits to Deere of cc tu uiug the

engagement of its Current auditfirm or the ixsts ofengaging new firm The Proposal
Interferes with cumpk.dcjsions best lcfl to the Audit Review Committee which has the

proper expertise and full infom oa.nquired to manage the engagement of Deeres

Independent audit firm in manner that isin thebesi interests of Deere and it bareliolders

By requiring that Deere engage .niiv audit 111713 every seven years whether or not

the Audit Review Committee believe that changing auditors is in the best interests of Deere

and its hareho1ders the Proposal would mkro-m.anae the Audit Review CrnmiUces
selection of Deeres independent audIt finn and interfrc with the Audit Review Committees
fiulfillmcnt of its dutics with

respect
to the engngement of Deeros independent audit firm

for these zeasenis Desre believes that the Proposal may be excluded from its proxy materials

pursuant to Rule $Æ-8i7

The Proposal My be Licluded from Dees ProiyMsteæalPuruaut to Rule

14a-8iX2 Ikeause th Propoif WÆuld If Implenienitd Cause the Company to

Violate Fcder.d Law

Under Rule l4a-i2 shantholder propoal may be excluded from compitnys

proxy ina1riaIs if the proposal would if implemented cause the company to violate any

stale federal or 1reign law to which ii is sulject The Priposal iflnplcmetged wouj.d

cause Dccrc to-be in violation of the EcJiange -Act and the rulesthereunder as

well as the NYSE Listed Company Manual

The Propoal requests that Doers Board of Directors and its Audit Corumitlec

ettaWish art Auditor Rotation Policy that requires dint at least every seven yeant the

Companys audit finn rotate ofF the cngaemcnt for minimum of three years As noted
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above the E.changc Act the rules prornulated thereunder and the NYSI Listed Company

Manual require thai the Atidit Rvlew Committee not the lull Boatd of Diretors be

respouiblc for theengagemenlof Deeres independent auditor Further Section OAm3
vithe Exhangc AeL Rule IOA.3b thereunder and Section 303A.O7a ofthe.NYSE Listed

Company Manual require thai companys audit Committee be compoicd cntircly of

Independent dircctrS By granting the full Board of Dirceiors which iricludcs non-

independent dirtetor the authority to set Deeres policy tegardmg audit firm rotation the

Proposal would give hdependritdirectors the ability to equre the dismissal of Dccrs

audhor resulting in violation of the Exchngc Act and the rules promulgated thereunder

Thce viokitions would also causc Dccnto violate Section 3OA.O6 ot the NYSP Listed

Ctmipary Manual hieh requires that Deere comply with Rule OA-3 under the Exchanc

Act

Becanse the Proposr4 if implemented would cause Deere to violatc federal law

Deur bclicveii it may ptopcrlv exclude the Proposal from its proxy rnaterial puruan1 to

Rule l4a-8i2

VI Conclusion

Based upon the roreoing pnalysis respectfully request that thy Staff concur that it

will take no atiort if Deere cxcludcs.thc Proposal from its 2012 proxy materials Should the

Staff disagree with the eoncLasion se foith in this Leuerir should any additina1

Information be desited In support of Deeres position we would appreciate the opportunity to

CLntcr wIth the Staff concerning these matters prior to the issuance of the Staffs response

Please do not hesitate to contact me at M9I 76-$4i7

Very truly yours

iregqry Nce

COrporate Scrctm and

Associate General Counsel

ce louglas McCarrxrn Fund Chairman

United Brotherhood oICarpcutcrs Pension Fund
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Audit firm Rctatlon Potcy Proposal

ft OIVed That the .shamnoldars of Deere Co Companyl l$reby request that

the ompenf Board of Directors and it Audit Committee estabsh an Audor Rolal3on

Pollcj that ieqtAeS that at leust every seven years the Compenys auctJt trrn rotate of

the eflga9erned fr minimum of three yes

Suppodlng $tMerne Mdrt fim lndependenoe is lundanentalty important
10 the

PCCompany tirtanClal repcttkig system at underpk our naUons

capital rrrakets in system In whlri udt Clients pay forprollt accounthig firms to

perfomi lnanclal stMsflnt audfts every effort tmist be made to ensure aocCunbng fm

kidepenctence One nportant reform to advance tis Independence skepttdem arid

oblectMty accounting firms have lowad their audit clients Is mandatory auditor

rotan mqs4mmerit-

Information gudiered on the iirrent terms vt engagement between audIt frns and client

corpomtions indicates that at the largest 500 companie5 based on market capita1zaton

long-torm Ior-dtent reraships are ptevalent rur the largest lOt COnÆne3

auditor tenure averages 28 ye while the aage tenure at the 500 largest

companies Ls 21 years These kng4enn fin alg1kniships result in the paiien1to

the audit firm of hundreds of m$ona of doIT ov the average pedod of engagement

According to its recant proxy statements Deere Co has paid Its audit fkm Debitte

TOudie total cit $88930000 In total fees cer the bt years aIone

Auditor independence is dsss8ed by the PubUc Company Accounng Oversight Board

PCAO an oc atlor establistied to set and monitor cznining standards and

practices es batt descriplfon 0f the relationship between auditor and client and the

mnthet.wfth Whith the auditor must appoadi ts or hor duty to serve public

PCAOB Release No 2011-055 August 18 2011 One mneawre of an kdependeid

rnlndsat lathe auditors yhoxarcise professional epticism which is an attitude

that Includes quasuorilng mInd and thtical assesament of audit avidence PCAOB

standsrrfs require an auditor to ondud an audit engagement wtth mindeet that

recognizes the posslbfllty that material rrsetatomant due to fraud could be present

ragardlass.of any past experience with the entity and regardless of the auditors ballet

about meniagements honesty aid inIe1ly

instances of systemic eccorn8ng freud in the marlcet have prompted vtious legislethm

and regulatory refomis In the audit pme inCluding audit pertnet rotation

requirements limits on the ixin-audli senlces that can be provided by accounting firms

to audit clients and enhanced respcnsblfltiss for board audit rnmltteos Despte these

Important reforms rert PCAOS investigations often reveal audIt defiClendes that
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